DG 99- 097
NEW HAMPSHI RE GAS CORPCORATI ON
Revi sed 1999 Summer Cost of Gas Adj ust nent
Order Approving Revised Cost of Gas Adjustnent and Tariffs

ORDER NO 23.269

July 28, 1999

APPEARANCES: Ransnei er & Spellman by Dom S. D Anbruoso,
Esq. on behalf of New Hanpshire Gas Corporation; and Larry S.
Eckhaus, Esq. for the Staff of the New Hanpshire Public Uilities
Conmmi ssi on.
l. PROCEDURAL HI STORY

On July 7, 1999, New Hanpshire Gas Corporation (NHGO)
a public utility engaged in the business of distributing gas in
Keene, New Hanpshire, filed with the New Hanpshire Public
Uilities Conm ssion (Conm ssion) a revised Cost of Gas
Adjustnent (CGA) for the 1999 summer period. NHGC s filing was
acconpani ed by the pre-filed testinony and supporting attachnents
of John F. Di Bernardo, Assistant General Manager for NHGC

An Order of Notice was issued setting a hearing for
July 23, 1999. NHGC inforned custoners of the inpending change
by publishing a copy of the Order of Notice in the Keene Senti nel
on July 11, 1999.

There were no intervenors in this docket. A duly
noticed hearing on the nerits was held at the Conmm ssion on July

23, 1999.

1. POSITIONS OF THE PARTI ES AND STAFF
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New Hampshire Gas Corporation

NHGC wi t ness John F. Di Bernardo, Assistant GCeneral
Manager, addressed the followi ng issues: a) calculation of the
revised CGA and the inpact on custonmer bills; b) reasons
contributing to the increased rate; and c) the projected under
col | ecti on.

A Cal cul ati on and Custoner |npact of the Revised CGA

The filing proposed a revised 1999 Sumer CGA rate of
$0.4974 per therm (allowi ng for nonthly, cunul ative adjustnents
not to exceed a maxi mumrate of $0.5471 per thermand a m ni mum
rate of $0.4476 per therm), an increase of $0.1107 per therm over
t he approved 1999 Sunmer CGA rate of $0.3867 per therm The m d-
course increase was deened necessary to reduce a substanti al
under coll ecti on.

The proposed 1999 Revi sed Summer CGA rate of $0.4974
per thermwas cal cul ated by using the wei ghted average cost of
propane based on propane nmarket futures prices as quoted in the
Boston d obe on July 1, 1999, for the nonths of August,

Sept enber, and Cctober.

The $0.1107 per thermincrease woul d cause an increase
of $2.21 (8.6% per nonth to an average residential custoner and
an increase of $11.51 (10.4% for the average comerci al
cust oner.

B. Factors Contributing to the Increased CGA
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Keene experienced an exceptionally warm April and My,
resulting in substantially |ower than forecast revenues for the
first two sumrer nonths. M. Di Bernardo explained that May bills
are based on neter readings that are perforned early in the nonth
and, therefore, are based primarily on April usage, while My
costs are based on expenses incurred during the nonth of My.
Forecast sales for May conprise 30% of total projected sunmer
sal es, whereas forecast costs for the nonth represent only 20% of
sumrer costs. Consequently, the | ower revenues in May are not
fully offset by a correspondi ng decrease in costs.

QG her significant itenms contributing to the proposed
rate increase have been the steady rise in propane prices
t hroughout the sunmer period and the purchase of all propane at
spot market prices. Along with having incurred higher than
projected costs over the first three nonths, the propane futures
mar ket price quotes are over eight cents per therm higher for the
remai ning nonths than initially projected, or approximtely 20%
hi gher .

C. Revi sed Projected Under Collection

NHGC cal cul ated the over collection by using the CGA
rate in effect for May, June, and July and the proposed rate for
the remaining three nonths. The revised projected under
collection is $11,036 (8.8% bel ow projected gas costs). |If the

proposed revised CGA rate were not adopted, the projected under
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col l ection woul d be $18, 363 (14. 7% bel ow proj ected gas costs).

A revised rate of $0.6058 per therm would be required
to elimnate the projected under collection by the end of the
current sumer period, an increase of $0.2191 per therm over the
approved sunmer CGA rate of $0.3867. NHGC proposed the |esser
i ncrease of $0.1107 per thermto decrease the inpact on
custoners’ bills. NHGC expects that actual propane prices wll
be |l ess than the current futures prices indicate. Along with
t hat expectation, NHGC may make cunul ative nonthly adjustnents of
up to 10% thereby further reducing or elimnating the projected
under collection.

Staff

Staff stated that it had reviewed the filing and
recomended that the Comm ssion approve the proposed revi sed CGA
as filed. Staff also recommended that NHGC consi der securing a
portion of its summer propane requirenents at a fixed price or
ot herwi se hedgi ng summer supplies if circunstances so warranted,

just as it does its winter supply.
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After careful review of the record in this docket, we
find that NHGC s proposed 1999 Revised Summer CGA will result in
just and reasonable rates and, therefore, we wll approve the
rates for effect August 1, 1999.

We are concerned that the approved increase does not
elimnate the projected sumer under collection, but the increase
does reduce the projected under collection to | ess than 10%
Conmbi ned with the possibility of | ower than projected propane
prices and NHGC s ability to adjust the nonthly rate by 10% we
bel i eve the proposed increase is sufficient to allow NHGC to
avoi d a substantial over or under recovery that would then have
to be carried into next sumrer’s CGA, while being sensitive to
the rate inpact on custoners.

In view of the volatility in propane prices, as
experienced this summer, we encourage NHGC and Staff to explore
possi bl e hedging policies to reduce price swings while still
m ni m zing gas costs for both the sumer and w nter peri ods.

Based upon the foregoing, it is hereby

ORDERED, that NHGC s 2nd Revi sed Page 25 - Cal cul ation
of the Cost of Gas, providing for a Revised Summer CGA rate of
$0. 4974 per thermfor the period August 1, 1999 through Cctober
31, 1999, is APPROVED effective for bills rendered on or after

August 1, 1999; and it is
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FURTHER ORDERED, that NHGC may adj ust the approved
Revi sed Sunmer CGA rate of $0.4974 per therm upward or downward
mont hly based on NHGC s cal cul ati on of the projected over or
under collection for the period, but the cunul ative adjustnents
shall not vary nore than ten percent (10% fromthe approved unit
cost of gas of $0.4974 per therm (or $0.0497 per therm and can
not change nore than ten percent (10% in any given nonth; and it
IS

FURTHER ORDERED, that NHGC shall provide the Conmi ssion
with its nonthly calculation of the projected over or under
calculation, along with the resulting revised CGA rate for the
subsequent nonth, not |ess than five (5) business days prior to
the first day of the subsequent nonth. NHGC shall include a
revised tariff page 25 - Calculation of Cost of Gas Adj ustnent
and revised rate schedules if NHGC elects to adjust the CGA rate;
and it is

FURTHER ORDERED, that the over or under collection
shal |l accrue interest at the Prine Rate as reported in the Wall
Street Journal. The rate is to be adjusted each quarter using
the rate reported on the first business day of the nonth

preceding the first nmonth of the quarter; and it is
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FURTHER ORDERED, that NHGC shall file properly
annotated tariff pages in conpliance with this Order no | ater
than 15 days fromthe issuance date of this Order, as required by
N. H Adm n. Rules, Puc 1603.

By order of the Public Uilities Conmm ssion of New

Hanpshire this twenty-eighth day of July, 1999.

Dougl as L. Patch Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Claire D. DG cco
Assi stant Secretary



